
BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKET NO. 2000-366-A- ORDERNO. 2003-537 _'":

SEPTEMBER3, 2003

IN RE: Applicationof Chem-NuclearSystems,LLC
for Approvalof AllowableCosts.

) ORDER APPROVING
) COLLABORATIVE
) REVmW

This matter comes before the Public Service Commission of South Carolina (the

Commission) pursuant to submission of the Report of the Collaborative Review of the

Operations and Efficiency Plan (OEP Plan), as per Public Service Commission Order No.

2003-188. Because of the following reasoning, we approve the Collaborative Review.

Our Order No. 2003-188, dated April 14, 2003, mandates, among other things,

that Chem-Nuclear Systems, Inc. (Chem-Nuclear) file a statement for approval by the

Commission regarding a Collaborative Review of that Plan. Under that Order, all parties

to this Docket were to be provided with an opportunity to participate in the Collaborative

Review. The purpose of the review would be to determine if consensus could be met

regarding the validation of the OEP Plan. The statement was to clearly identify areas of

agreement and/or disagreement regarding the OEP Plan. All parties participating were to

be provided with an opportunity to submit comments to the Commission on the matter,

all to be done prior to June 30, 2003.
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It shouldbenotedthattheReportasdescribedaboveandexecutedby all but two

partieswasreceivedbeforeJune30,2003.Theonly twopartieswho did not executethe

documentsentlettersprior to thatdate,however,statinggeneralagreementwith the

CollaborativeReviewdocument.Thedocumentis thereforebeforeusfor review.

Thedocumentstatesthatthepartiesreachedconsensusthatthe information

providedin theOEPPlanis avalid representationof disposalsiteoperationsandthat

Plancanbeusedasabaselinefor establishingamethodfor determiningallowablecosts

in futureCommissionproceedings.Thepartieswereableto identify threecostcategories

for operatingtheBarnwelldisposalsite:fixed costs,variablecosts,andirregularcosts.

Accordingto thedocument,themajorityof thecostsof Barnwelldisposalsiteoperations

arefixed costs.Thepartiesagreedthatthecostsidentifiedasfixed costswouldnot

changesignificantlywith changesin wastevolumesreceived.Thevariablecostsinclude

certainmaterialscostsandcertainlaborcostsdirectly associatedwith thereceiptand

disposalof waste.Thepartiesagreedthatthecostsidentifiedasvariablecostswill likely

decreaseastheamountof wastereceivedeachyeardecreasesin accordancewith the

Atlantic Low-LevelRadioactiveWasteCompactImplementationAct. Thepartiesagreed

thatthemethodsalreadyestablishedby theCommissionStaff for determiningthe

variablematerialcostrates(i.e. costsfor concretedisposalvault purchasesandtrench

amortization)arereasonableandappropriateandshouldremainin effect.Through

CollaborativeReview,thepartiesalsoidentifiedsomecoststhattendto be irregular.The

partiesagreedthatthesiteoperatorcannotalwaysforecastthecostsidentifiedasirregular

aspartof the annualapplicationprocess.
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Thepartiesstatedin thereviewdocumentthattheOEPPlanprovidesastructure

for managing,analyzingandcommunicatinginformationaboutcostsassociatedwith

operatingtheBarnwelldisposalsite.Accordingly,thepartiesmadefour

recommendations:

(1) Thepartiesestablishedthat thecostcategoriesidentifiedas"fixed costs"in

AppendixA to theReportarevalid. Therefore,thepartiesrecommendthat the

Commissionallow theoperatingcompanyto bereimbursedonly for theactual

dollarsspentplus,whereapplicablethestatutoryoperatingmarginfor eachof

theseidentifiedfixed costs.Theannualauditby theCommissionStaffwill verify

theactualcostsincurredeachyear.Thepartiesfeelthat theCommissionStaff

shouldfind little changein thesecoststhroughtheyears.For fiscal year

2003/2004thepartiesrecommendthattheCommission,in its order,identify fixed

costsbasedon thePlancostsadjustedfor inflationaryeffectsandcorrectedfor the

currentfringerates.This adjustmentisrecommendedbecausethePlanused2002

dollarsandpreviouslyapprovedfringerates.

(2) Thecostsidentifiedby thepartiesas"variablecosts"will vary with theamountof

waste,typeof shipments,andthenumberof containersreceivedat theBarnwell

disposalsiteeachyearasdescribedabove.Thevariablecostsassociatedwith the

amountof wastereceiptsincludematerialsandwastedependentlabor.

a. ThepartiesrecommendthattheCommissioncontinueto usethe

previouslyacceptedmethodof establishingmaterialratesby waste

classificationfor vault purchasesandtrenchamortization.The
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b°

Commission Staff can audit the costs incurred for materials and

recommend that the Commission allow the operating company to be

reimbursed only for the actual dollars spent plus, where applicable, the

statutory operating margin.

The costs identified by the parties as variable waste dependent labor

costs vary with the amount of waste received at the Bamwell disposal

site. The parties recommend that the Commission establish the labor

rates associated with each vault, van waste shipment, cask waste

shipment, slit trench waste shipment, total shipments, and total

containers received at the Barnwell disposal site. For fiscal year

2003/2004, the parties recommend that the Commission identify waste

dependent labor rates based on costs from the OEP Plan costs adjusted

for inflationary effects and corrected for the current fringe rates. This

adjustment is recommended because the Plan used 2002 dollars and

previously approved fringe rates. The Commission Staff can audit the

costs incurred for labor and recommend that the Commission allow the

operating company to be reimbursed in accordance with those rates

plus the statutory operating margin. The operating company will

project the level of activity the Barnwell disposal site is expected to

experience in any given year based on market conditions and the

maximum waste receipts allowed by the Atlantic Compact Act°
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(3) Thecostsidentifiedby thepartiesas"irregularcosts"arelikely to bedifferent

eachyear.Sometimesthesecostscanbe includedin theoperatingcompany's

annualapplication.In thosecases,thepartiesrecommendthattheCommission

allow theoperatingcompanyto bereimbursedonly for theactualdollarsspent

plus,whereapplicable,thestatutoryoperatingmarginfor eachof theseidentified

irregularcosts.Theirregularcostestimatein theapplicationshouldbe includedin

theCommission'sOrderthatauthorizesallowablecostsfor agivenfiscal year.

WhenanirregularcostoccursduringtheyearbutbeforetheannualCommission

staff auditis completed,theCommissionStaffcanauditthecostincurredand

recommendthattheCommissionallow theoperatingcompanyto bereimbursed

only for theactualdollarsspentplus,whereapplicable,thestatutoryoperating

marginfor eachof thoseidentifiedirregularcosts.If anirregularcostoccursafter

theCommissionStaff's annualaudit,thentheoperatingcompanywould include

thatcostin thenextannualapplicationfor considerationby theCommissionasan

allowablecostatthenexthearing.

(4) Operatingefficienciesareimportantto costreductionefforts.Thepartiesagreed

thatChem-NuclearSystemsshouldcontinueeffortsto improveefficienciesin all

aspectsof operations.

Wehold thattheReporton theCollaborativeReviewof theOEPPlanprovidesa

goodcharacterizationof thecostsinvolvedin Chem-Nuclear'sprocessingof hazardous

waste,andanexcellentbreakdownandanalysisof thesecosts.We furtherbelievethatthe

CollaborativeReviewandtheOEPPlanprovideanexcellentroadmapfor future
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Commissionreviewsof Chem-Nuclear'sallowablecosts.Thebreakdownanddescription

of thetypeof costsinvolved in the low-levelnuclearwastedisposaloperationof Chem-

NuclearattheBarnwellsitewill behelpful in futurereviewsof suchcosts.As perOrder

No. 2003-188,nothingin that Orderprohibitsanyparty in thenexthearingfrom

providingtestimonyregardingthevalidity of theOEPPlan.OrderNo. 2003-188at 11.

However,atthis time, weapprovetheCollaborativeReviewof theOEPPlanas

submittedby theparties,andholdthat thePlanprovidesappropriateguidelinesto

considerin futurehearingson allowablecosts.

ThisOrdershallremainin full forceandeffectuntil furtherOrderof the

Commission.

BY ORDEROF THE COMMISSION:

MignonL. Clyburn
Chairman

ATTEST:

ExecutiveDirector

(SEAL,)


